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‘ ' . . ER 83-6193 DD/3 Roglstry

'EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

OFFICE OF FEDERAL . _ .
PROCUREMENT v .
POLICY

December 16, 1983

MEMORANDUM FOR THE HEADS OF DEPA%;MENZS AND AGENCIES .

FROM: - Donagld E. Sowle

Admiinistrator

SUBJECT: Agency Responsibilitiés for Pro.curement Reform

I 'am writing to bring to your attention a recently ‘enacted provision of law that
bears directly upon your responsibilities; as an agency head, for improving Federal
procurement practices. On December 1, 1983, President Reagan signed Public Law
98-191, "Tko Office of Federal Procurement Policy Act Amendments of 1983,
(Copy attached). The immediate effect of this law was to reauthorize the Office
of Federal Procurement Policy for four years (through FY 1987) and to clarify the
authorities and responsibilities of the Office. ' : C

Equally important, however, were those provisions of the statute (Section 16) which
require the heads of executive agencies to take specific. steps to improve the
efficiency of the Federal Procurement System. Reflecting the requirements of
Executive Order 12352, issued on March 17, 1982, the law now mandates that the
head of each agency: . .

® Increase the-use of effective competition in procurement; :
e Establish clear lines of. authority, accountability, and responsibility for
procurement decisionmaking within the agency; o '

- ® Place the procurement function at a-sufficiently high level in the ‘agency
to provide direct access to the head of the major organizational element of the
agency served and comparative equality with organizational counterparts;

- ® Designate a senior procurement executive responsible for management .
direction of the procurement system of the agency, including implementation of
the unique procurement policies, regulations, and standards of the agency; and

® Develop and maintain a procurement career management program in the
agency to assure an adequate professional work force. s

- Because these responsibilities were originally intbrporated in the Executive Order,
.. Many agencies have already taken action to fulfill- them. . .Others have ‘not.. On - -
- behalf of the President's-procurement reform “program and the “Administration's

overall management improvement program (Reform '88), I encourage your full
compliance with these requirements as soon as possible. To facilitate that
compliance, a model charter for agency Procurement Executives, which was
developed by an interagency task group was forwarded to you on July 8, 1982.
Forty-to forty-five additional guidance "modules", each focused on a specific
reform need and developed by an interagency task group, are being sent to you as
they become available.

My staff and I stand ready to do whatever we can to assist you in this important
endeavor. - : .

A ttachment
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JRinety-eighth Congress of the Anited 5tatzs of dmericg
- AT THE FIRST SESSION | |

. Begun and held at the City of Washington on Monday, the third day of January,
one thousand nine hundred and eighty-three : S

An At |
To revise the aufhority and responsibility of the Office of Fedérai Procurement

Pol;%y. to authorize appropriations for the Office of Federal Procurement Policy for
an additional four fiscal years, and for other purposes,

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled; That this Act may
be citedfag géxe “Office of Federal Procurement Policy Act Amend-
ments of 1983”, : :

REFERENCE

provision, respectively, of the Office of Federal Procurement Policy
Act (41 US.C. 401 et seq.). - _ »

o ~ DECLARATION OF POLICY ; : _
Skc. 3. Section 2 (41 U.S.C. 401) is amended to read as follows:

“DECLARATION OF POLICY -

“Sec. 2. It is the policy of the Congress to promote economy,
efficiency and effectiveness in the procurement of property and
services by the executive branch of the Federal Government by—

“(1) promoting full and open competition;
*(2) establishing policies, procedures, and practices which will
provide - the Government with property and services of the

. gm’site quality, within the time needed, at the lowest reason-

e cost;
*(3) promoting the development of simplified uniform pro-
— curement processes; .. S S
727 *(4). promoting the participation of small business concerns;.
“(3) supporting the continuing development of a competent,
professional work force; :
*(6) eliminating fraud and waste in the procurement process;
‘(7). eliminating redundant administrative requirements
placed on contractor and Federal procurement officials; '
*(8) promoting fair dealings and equitable relationships with
the private sector: . '
. ‘Y9) ensuring that payment is made in a timely manner and
only for value received:
“(10) requiring, to the extent practicable, the use of commer-
cial products to meet the Government’s needs; :
“(11) requiring that personal services are obtained in accord- -
ance with applicable personnel procedures and not by contract;
“(12) ensuring the development of procurement policies that
will accommodate emergencies and wartime as well as peace-
time requirements: and
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“(13) prbmb‘ting, whenever feasible, the use of specifications
which describe needs in terms of functions to be performed or
the performance required.”. .

‘DEFINITIONS
Sec. 4. Section 4 (41 US.C. 403) is amended to read as follows:

“DEFINTTIONS |

“Sec. 3. As used in this Act—
“1) tlzz) term ‘execgtivedagency’ means— o 101 of
*“(A) an executive department specified in section o
title 5, United States Code;
.“{IB) éz military department specified in section 102 of
such title; .
*(C) an independent establishment as defined in section
104(1) of such title; and
“(D) a wholly owned Government corporation fully sub-
Ject to the provisions of chapter 91 of title 31, United States

e; :

*(2) the term ‘procurement’ includes all stages of the process

} ofacquéri_ng property or services, beginning with the process for
. determining a need for roperty or services and ending with
contract completion and closeout: - .

“(3) the term ‘procurement system’ means the integration of -
the procurement process, the professional development of pro-
curement personnel, and the management structure for carry-

out the procurement function; : :

‘(4) the term ‘single system of Government-wide procurement
regulations’ means (A) a gingle Government-wide procurement
gegulatiox; issued and maintained jointlty by the General Serv-
ices Administration, the Department o Defense, and the Na-
tional Aeronautics and Space Administration, pursuant to their
respective authorities, title III of the Federal Proferty and

- Admini tive Services Act of 1949 (41 US.C. 251 et seq.),
" chapter 137 of title 10, United States Ccde, and the National
Aeronautics and Space Act of 1958 42 UscC. 2451 et geq.), and

menting the Government-wide procurement regulation issued
. 88 provided in clause (A), which shall be limited to (i) regula-
.. Hons essential to implement Government-wide liciesand pro- . = = ...
"~ cedures within the agency and (ii) additional policies and proce-
dures requéred to satisfy the specific and unique needs of the
agency; an : , :
‘(5) the term ‘standards’ means the criteria for determining
the effectiveness of the procurement system by measuring the
performance of the various elements of such system.”.

AUTHORITY AND FUNCTIONS OF THE ADMINISTRATOR
Sec. 5. Section 6 (41 US.C. 405) is amended to read as follows:

“AUTHORITY AND FUNCTIONS OF THE ADMINISTRATOR

“Sec. 6. (a) The Administrator shall provide overall direction of
procurement policy and leadership in the development of procure-
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and functions set forth in this Act, and with due regard for appli-
g zable. laws and the program activities of the executive agencies, the

ator may Prescribe Govgmment;wxde procurement poli-

tive agencies in the procurement of—

“(1) property other than real property in being;

“(2) services, including research and development; and

“@3) construction, alteration, repair, or maintenance or real
property. o iy .

“(b) In any instance in which the Administrator determines that
the Department of Defense, the National Aeronautics and -Space
Administration, and the General Services Administration are
unable to agree on or fail to issue Government-wide regulations,
procedures and forms in a timely manner, the Administrator may,
with due regard for applicable laws and the program activities of the
executive agencies and consistent with the policies and functions set
forth in this Act, prescribe Government-wide regulations, proce-
dures and forms which shall be followed by executive agencies in the
procurement of— - _

“(1) property other than real property in being;

“(2) services, including research and development; and :

“(3) construction, alteration, repair, or maintenance of real
property. .

*“(c) The authority of the Administrator under this Act shall not
be construed to— »

(1) impair or interfere with the determination by executive
agencies of their need for, or their use of, specific property,
services, or construction, including particular specifications
therefor; or : A '

“(2) interfere with the determination by executive agencies of
specific actions in the award or administration of procurement
contracts.

“(d) The functions of the Administrator shall include—

*(1) providing leadership and ensuring action by the executive
agencies in the establishment, development and maintenance of
the single system of simplified Government-wide procurement

- .-regulations and resolving differences among the executive agen- _
"~ cies in the development of simplified Government-wide procure-
ment regulations, procedures and forms;
"~ “42) coordinating the development of Government-wide pro-
curement system standards that shall be implemented by the
executive agencies in their procurement systems;

*(3) providing leadership and coordination in the formulation
of the executive branch position on legislation relating to pro-
curement;

“(4) providing for a computer-based Federal Procurement
Data System which shall be located in the General Services
Administration (acting as executive agent for the Administra-
‘tg') and shall collect, develop, and disseminate procurement

ta;

*“(5) providing for 3 Federal Acquisition Institute which shall

located in the General Services Administration (acting as
executive agent for the Administrator) and shall—
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“(A) foster and promote Government-wide career man-
agement programs for a professional procurement work
force; and - _ :

“(B) promote and coordinate Government-wide research
and studies to improve the procurement process and the
laws, policies, methods, regulations, p ures, and forms

(8) completing action, as appropriate, on the recommenda-
tions of the Commission on Government Procurement.
"~ “(e) In carrying out the functions set forth in subsection (c), the
Administrator— _ :
“(1) shall consult with the affected executive agencies, includ-
ing the Small Business Administration; .
. (2) may, with the concurrence of the heads of affected execu-

trator considers a propriate.

“(f) The Director of the Office of Ma.nagzment and Budget may
deny the Promulgation of or rescind any (overnment-wide regula-
tion or final rule or regulation of any executive agency relating to
procurement if the Administrator etermines that such rule or -

ation is inconsistent with the policies set forth in section 2 or
?ny rpt;hcm@e. regulations, or procedures issusd pursuant to subsec-
ion {a). A ,

“(g) Except as otherwise provided by law, no duties, functions, or
responsibilities, other than those expressly assigned by this Act,
shall assigned, delegated, or transferred to the Administrator. ,

“(h) Nothing in this Act shall be construed to—

“(1) impair or affect the authorities or responsibilities con-
ferred by the Federal Property and Administrative Services Act -
~of 1949 with res to the procurement of automatic data
processing and te écommunications equipment and services or
of real property; or ’ : ,
“(2) limit the current authorities and responsibilities of the
Director of the Office of Management and Budget.

“(iX1) With due regard to applicable laws and the program activi-
ties of the executive agencies administering Federal rograms of
grants or assistance, the Administrator may prescribe Government-
wide policies, regulations, procedures, and forms which the Adminis-
trator considers appropriate and which shall be followed by such
executive agencies in providing for the procurement, to the extent
required under such programs, of property or services referred toin "
clauses (1), (2), and (3) of subsection (a) by recipients of Federal
grants or assistance under such programs.
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“(2) Nothing in paragraph (1) shall be construed to— i
*(A) permit the Administrator to authorize procurement or
supply support, either directly or indirectly, to recipients of
ederal grants or assistance; or
. “(B) authorize any action by such recipients contrary to State
- and local laws, in the case of programs to provide Federal
grants or assistance to States and political subdivisions.”,

» AUTHORIZATION OF APPROPRIATIONS
Sec. 6. Section 11 (41 U.S.C. 410) is arriended to read as follows:

“AUTHORIZATION OF APPROPRIATIONS

“SEcC. 11. There are authorized to be appropriated to carry out the
provisions of this Act, and for no other purpose, $4,500,000 for the
fiscal year ending September 30, 1984, and for each of the three
succeeding fiscal years.”.

- EXPERIMENTAL PROGRAMS; ADDITIONAL PROCUREMENT
. RESPONSIBILITIES OF EXECUTIVE AGENCIES

Sec. 7. The Office of Federal Procurement Policy Act is further
amended by adding at the end thergof the following new sections:

“TESTS OF INNOVATIVE PROCUREMENT METHODS AND PROCEDURES

“Sec. 15. (a) The Administrator may develog innovative procure-
- me y selected executive
agencies. The innovative procurement methods and procedures
tested under this subsection shall be consistent with the policies set
forth in section 2. In developing any program to test innovative
procurement methods and procedures under this subsection, the
inistrator shall consult with the heads of executive agencies

‘(1) ascertain the need for and specify the objectives of such
program; :

“(2) develop the guidelines and procedures for carrying out
such program and the criteria to be used in mesasuring the
success of such p ; . ' :

“(3) evaluate the potential costs and benefits which may be
derived from the innovative procurement methods and proce-
dures tested under such program:;

“(4) select the appropriate executive agencies or components

- of executive agencies to carry out such program; - - .o L

- “(5) specify the categories and types of products or services to = -

be procured under such' program; and o ‘

*(6) develop the methods to be used to analyze the results of
such program. -

A program to test innovative procurement methods and procedures
may not be carried out unless approved by the heads of the execu-
tive agencies selected to ca out such program.

“(b) If the Administrator etermines that it is necessary to waive
the application of any provision of law in order to carry out a
proposed program to test innovative (frocurement methods and
procedures under subsection (a), the Administrator shall transmit
notice of the proposed program to the Committee on Government
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Operations of the House of Representatives and the Committee on

- Governmental Affairs of the Senate and request that such commit-
tees take such action as may be necessary to provide that such
provision of law does not apply with respect to the proposed pro-
gram. The notification to Congress shall include a description of the
proposed program (including the scope and purpose of the proposed
program), the procedures to be followed in carrying out the proposed
program, the provisions of law affected and any provision of law the
application of which must be waived in order to carry out the
proposed program, and the executive agencies involved in carrying
out the proposed program.

“EXECUTIVE AGENCY RESPONSIBILITIES

“Sec. 16. To further achieve effective, efficient, and economic
administration of the Federal procurement system, the head of each
executive agency shall, in accordance with applicable laws, Govern-
ment-wide policies and regulations, and good business practices—

“(1) increase the use of effective competition in procurement
by the executive agency; o

“(2) establish clear lines of authority, accountability, and
responsibility for procurement decisionmaking within the ex-
ecutive agency, including placing the procurement function at a
sufficiently high level in the executive agency to provide—

“(A) direct access to the head of the major organizational
element of the executive agency served; and

“(B) comparative equality with organizational counter-
parts; -

“(3) designate a senior procurement executive who shall be
responsible for management direction of the procurement
system of the executive agency, including implementation of the
unique procurement policies, regulations, and standards of the
executive agency; and

“(4) develop and maintain a procurement career management
program in the executive agency to assure an adequate profes-
sional work force.

“STUDIES AND REPORTS

“Sec. 17. (a) The Administrator shall conduct studies and issue a
report on the extent of competition in the award of subcontracts by
Federal prime contractors including an evaluation of the data avaii-
able on subcontracts awarded in fiscal year 1982 with respect to (1)
the source selection method used in awarding such subcontracts, (2) -
the type of subcontracts awarded, (3) the dollar value of such
subcontracts, (4) the size of the subcontractors which were awarded
the subcontract (by number of employees), and (5) the geographical
location of such subcontractors. The report shall also include recom-
mendations for improvements, if appropriate, in the extent of com-
petition in the awarding of subcontracts and in the collection of data
on such subcontract awards.

*“(b) The report required under subsection (a) of this section shall
be completed by April 1, 1984, and shall be submitted to the
Committee on Governmental Affairs of the Senate and the Commit-
tee on Government Operations of the House of Representatives not
later than April 15, 1984.”.
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MIBCZLLANEOUS AMENDMENTS -

Sec. 8, (a) Section 8 (41 U.S.C. 407) is amended—
(1) in subsection (a)—

(éi) by striking out “(1)” at the beginning of paragraph (1);’
an

(B) by striking out paragraphs (2), (3), and (4); -
@ i?.z;lgsem stx;kxngon o the first ser d Ii
y striking out the sentence and inserting in lieu
thereof “At least 30 days prior to the effective date of any
policy or regulation prescribed under section 6(a), the Ad-
ministrator shall transmit to the Congress a report on the
proposed policy or regulation.”; and
(B) by inserting “or regulation’ after “policy’”” each place
it appears in clauses (1), (2), and (3) in the second sentence
of such subsection; and
(3) by striking out “any policy” in subsection (c) and inserting
in lieu thereof “any policy or regulation”,
(b) Se%ion 10 (41 U.S.C. "409) is amended to read as follows:

by pqli_cies,toreg}ﬂations, procedures, or forms promulgated by the
rator. :

(c) Subsection (a) of section 12 (41 U.S.C. 411) iz amended to read
as follows: | -

“(a) The Administrator may delegate, and authorize successive
redelegations of, any authority, function, or power of the Adminis-
trator under this Act (other than the authority to provide overall

regulations to carry out such policy), to any other executive ncy
with the consent of the head of such executive agency or aa%:et.he
direction of the President.”, :

(dX1) Sections 201(aX1), 201(c), and 206(aX4) of the Federal Prop-
erty and Administrative Services Act of 1949 (40 US.C. 481(aX1),
481(c), 487(aX4)) are each amended by inserting “and regulations”
after “subject to policy directives’®, :

(2) Section 602(c) of such Act (40 US.C. 474) is amended by
inserting “except as otherwise rovided by the Office of Federal
urement Policy Act, and” after “any law inconsistent here-

with,

striking out “$10,000” and inserting in lieu thereof “325,000".

. (2) Section 201(ax1), 201(c), and- 206{aX4) of such Act 40 US.C.
481(aX1), 481(c), 487(aX4)) are eac amended by striking out “subject
to policy directives” ang inserting in lieu thereof “subject to
regulations”.

(3) Section 602(c) of such Act (40 US.C. 474) is amended by
inserting “except as otherwise provided by the Office of Federal
Procurement Policy Act, and” after “any law inconsistent here-
with,”.
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(b) Clause (1) of the first sentence of section 8709 of the Revised
Statutes (41 US.C. 5) is amended by striking out “310,000” and
inserting in lieu thereof “325,000”. -

(c) The Act entitled “An Act making appropriations for the
Legislative Branch for the fiscal year ending June 30, 1966, and for
other purposes”, approved July 27, 1965 (41 U.S.C. 6a-1), is amended
by striking out “$10,000” in the third par
under the heading “Office of Architect of the Capitol” and inserting
in lieu thereof “$25,000", , , .

(d) Clause (3) of the first sentence of section %(b) of the Tennes-
see Valley Authority Act of 1933 (16 U.S.C. 831h()) is amended by
striking out “$10,000” and inserting in lieu thereof “$25,000".

STUDY OF WEAPON SYSTEMS SPARE PARTS PROCUREMENT BY THE
DEPARTMENT OF DEFENSE

Sec. 10. (a) Not later than June 1, 1984, the Office of Federal
urement Polic_y (bhereinafter in thig sectign referred to as the

- ing to the procurement of spare parts for weapon systems and shall
transmit to the Congress a report on the findings, conclusions, and
recommendations of the Office relating to such matters, The report

include (1) an evaluation of the adequacy of the reform propos-

mendations for legislation with respect to the procurement of such

- Spare parts as the Office considers appropriate. .
(bX1) The Secretary of Defense shall furnish to the Office such
information on the practices, regulations, and reform proposals and

to carry out subsection (a). A
(2) The Inspector General of the Department of Defense shall
g;erniah to th: gef;ice such information on the ipractwes of the
partment o ense in procuring spare parts 8ys-
tems as the Inspector General acquires during his audits of such
%:xiactxc&s and the Office considers nécessary to carry out subsection

al. X
(c) The Inspector General of the Department of Defense shall have
reasonable opportunity to review and comment on the report re-
ggired by subsection (a) before the report is transmitted to the
) ngress. The comments of the Inspector General shall be includad
© - in such report. e T B y :
PROCURZMENT PRACTICES OF THE DEPARTMENT OF DEFENSE AT THE
END OF THE FIS5CAL YEAR
Sec. 11. (aX1) Not later than February .1, 1984, the Office of
Federal Procurement Policy (hereinafter in this section referred to
as the “Office”) shall review the procurement actions of the Depart-
ment of Defense during the one-week period ending September 30,
1983, end transmit to the Congress a report on such review as

provided in paragraph (2). In carrying out the preceding sentence,
the Office shall review the regulations and administrative and

| ‘ ’ -9
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managerial guidelines applicable to procurement actions of the
Department of Defense during the final quarter of a fiscal year.

(2) The report required by paragraph (1) shall include (A) the
number and dollar amount of contracts and purchases which were
made by the Department of Defense during the one-week period
referred to in paragraph (1), (B) the findings and conclusions of the
Office on whether the Department of Defense had a bona fide need

advertising, including the dollar amount of each such contract or
purchase, (D) a list of the contracts and purchases made by the
Department of Defense during such period after soliciting bids or
proposals from only one source, including the dollar amount of each
such contract and purchase, (E) each justification for making each
contract and purchase included in the list under clause (C) or (D)
without formal advertising or soliciting bids or proposals from more
than one source; (F) the findings and conclusions of the Office on
whether any regulation or administrative or managerial guideline
reviewed pursuant to paragraph (1) (including the requirements of
Office of Federal Procurement Policy letter number 81-1) were
violated in making any of the contracts or purchases reviewed
pursuant to paragraph (1), and (G) such recommendations for
legislation and administrative actions relating to the procurement
practices of the Department of Defense as the Office considers
appropriate to assure economy and efficiency in procurement ac-
tions by the Department of Defense during the final quarter of a
fiscal year. ) o

(bX1) The Secretary of Defense shall furnish to the Office such

information on the procurement actions of the Department of

sary to carry out subsection (a).

(2) The Inspector General of the Department of Defense shall
furnish to the Office such information on the procurement actions of
the Department of Defense and the regulations and administrative
and managerial guidelines applicable to such actions as the Inspec-
tor General has acquired and the Office considers necessary to carry
out subsection (a). N .

(3) The Comptroller General of the United States shall furnish to
the Office such information on the procurement actions of the
Department of Defense and the regulations and administrative and
managerial guidelines applicable to such actions as the Comptroller
..-General has acquired and the Office considers necessary to carry out -
subsection (a). ' o ﬁ , '
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(4) Each official furnishing informatio para-  ~
graph (1), 2), or (3) shall include with sughtgn%:moa?; :anxz}orma-
tion furnished by such official to the Congress, any committee of the
Congrmz or any Member of the Congress relating to the procure-
ment actions reqmred by subsection (a) to be reviewed by the Office.

e T

Speaker of the House of Repmsentativ&

Vice Presi the United States and
PR ~ President of the Senate.

APPROVED

DEC -1 1983

Qe B
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